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International Investments

and Earnings

UNITED ATATES private mvestments abroad incroased
by & record of nearly $3 hillion in 1954 to reach o toial of
more than $26% billion st the and of the year. Half of the
increnso was in direot inveatments, as United States corpori-
tious continued to expand their foreign enterprises at a mpid
rate,

Well over $10 billion bas been inveated sbrond by United
States corporabions since the war, The greab expansion of
foreign productive facihities represented by this investment
tinz been of preat importanse in fhe improvement in eco-
nomic canditions abroad. New industries and greater sup-
plies of cesential raw materials have genevated inoreassd
employment, higher standarde of living, and much grenter
capacity to produce goods for rising local consvmption snd
for meport to the mpid]ly aﬁanding United States market.
As the snterprises established abroad enter inta production,
the affect of their apprepate current ouiput on foreipn

Toble 1.—International Inveatment Foaitkon of the United Svaccs
i Scleeted Years, 1914-54
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economies is very much greater ¢hinn the net investment from
the United States which may toke place in any given year.
Munjor developments in United States direct investments
ghroadl in 1954 included reductions in the rate of investment
in petroleum and mining prepertics, largely resulting from
the completion of seversl lnrge projects, accompanied by
rising investments in manefactiing end mt.l;ereli inerenses
NOTE—MR. PIZER ANDE MK, OUTLER ARE MEMLERS OF THE BAL-
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" foreign sacarities and shori-and-

in other industries. Direct investments in Canada during
1954 continued te be much I:jﬁhpr than in any other sree,
and thers wns soms falling off in Latin Awmerica and the
Middle East.

A atriking development in 1954 weps an increase of §1.4
billion in the value of United States private invastotents in
I lum-term credits and
assets nbroad. Some $360 million of this incrense resulied
from net iglﬁ:tnl flowe from the United Stotes, nnd ths
remuoinder ectod improved morket volues for tha doller
bonds ond local-currency bonds and equity eecurities of
foreign countries.

The vatua of foreign-owned investments and sssets in the
United States aleo increased by abouws $3 billion during 1954
but the composition of these mvestinents and the naiure of
the inerense, was wuch different from that of Tinised States
investments abrosd. Foreign-owmned short-term dollar as-
sats, inclading obligotiona of the United States Government
are the largest component of foreign koldings in the United
States, Such ossets ross by £1.3 billion during the yenr.

In pddition foreipn countriea purchased abont 304 million
of gold from the United States, although gold holdings are
not insladad in the sabulationa of internationsl mvestments
a8 given in table 2. The major factors sccounting for this
improvement in reserves have been discussed regularly in
tha SvrveEy or Crreenr Business in q ¥ raviews of
the Uanited Stnies balance of payments, mozt racently in the
issus for Juoe 1955,

Foreign long-term direct and porticlio investmenta in the
Unijed Btates incressed in value by 51.8 billion in 1954, but
of this inoresse sbout $1X billion represented the sharp rise
in the market volue of Unitad Stotes corporate stocks.
The remainder, n.lt.l_mu%h relatively small, represents o son-
siderable increass in foreign purchnses of United States
corporats glacks ns well 2= continued modernts zdditions to
foreign direct investmenta in the United States.

sarnings on United States investments abroad
were n racord $2.8 billion in 1954, the incronse since 1951 has
Lean quite modest when compared with the eapidly ing
value o the investments, Out of this t.ntlulp nearly $050
millionn was left nbroad by direct-investment subsidiaries,
mainly to finance continued exponsion.

Earnings on foreign nasets in the United States ara smaller
shan earnings on United States investments abroad, nartly
becnuso formginlhuldlnga in the United States are primarily
in the form of liquid peasta, nhd the sarnings total risen
mora slowly since the war, Novertheless, earnings on in-
vestments in the Tnited States still copstitute an important
source of dollars for some countries?
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United States Investments Abroad

TUnited Statea direct inveabment abroad have been built
up &t o very regular rate since 1948, renching a total of
517.7 billion by and of 1054,

Although she rate of progress has been steady, there hove
besn cha,ntiua from yesr to year in the emphasie on varicus
arens of fhe werld and on different industries. In 1954,
unlike other recent years, there were no lerge individual
projecte which absorbed great nmounts of capital. The
only single development of speciel significance in the total
was the establishment of United Statesowned investment
funds in Canado with o paid-up capital in 1954 of some $100
I]:I.In.lﬂ‘n+

United States Investments Abrocid
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The provortion of widitions to direct investinent poing to
Conada rose to 80 percent in 1934. The proportien going
to Laiin America was about 14 percent, about the same as
in 1953 but.mueh lower than in mast enfier years. Europe's
shave of total 1954 investments wos nlso 14 percent, about
the some us in 1953, ond there was sotne reduction in invest-
ments in ather nreas, mainly hecauge petroleum investients
in the Middle Eest were not as high,

Out of o total book value for direct investments of $17.7
billion at the end of 1052, $5.9 hillien was in Cannda and
$8.3 billion in Lotin Americn. The increase in Canoda since
1949, smounting to $2.2 billion, ks heen far grenter than
in any other orean. Dovelopments in major industries in
1954 were ps follows:

Petroleum

Not additions to petroleum investments abroad were down
from 2648 million in 1953 to $420 million in 1954, Net cap-
ital outfows and undistributed subsidizry esrnings wers
ench reduced by o little over $100 million. Inyestments in
Canada were $225 million, slightly higher than m 1953, and
reflected continued activity in the exploration and develop.
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ment of Conadion cil reserves. Expenditures for pipelines
were much lower than in 1053, although large e iturea
for such facilitizs will have $a ba made in the future.

The reduction in net investment in other areas is the result
of 2 considernble number of varying types of transnctions.
In Latin Americn, petroleum invesiments hove been coms
poratively small in recent years, and they dropped by $100
million to kess than $10 million in 1954, Howsever, prootical-
ly the oniira chenge was tha result of large lignidetions of
nccounts receivable for odl products deliverad in 1983, A con-
sidernble amount of investment aetivity baing carried out in
the aren iz not reflected in these fipures since it is either
financed out of current charges for deprecintion and smorti-
Zniion, or, in the case of explorntion expenses, is chargad
ngainst incoms. .

Net additions to petroleum investments in Europe were
dovn alightly, partly becouese of the sole of some properties
to Europenn interests, and also because of somawhnt lower
earnings available for reinvestment ond the completion of
somea lefineries, However, thers wna considerable inlerest
in the development of oil reserves in various Buropenn
couniries.

Elsewhara, additions to petrolsum invastments in Indin,
Austrslia, und Iran, as well ns for additions to tenker flests
operating under ths Liberian flag were larger thon in 1053
but thesa ineredsss were more than offset by tha sale of
certain ]{Jrﬂ]fl&rl'-iﬁ to foreign interests, some withdrawals of
awplue funds and & redustion of new Middle Enst inveat-
ments, outside of Iran, to & relatively small amount. Invest-
ment in Iran will be much bigher in 1855 as the United
Stntes companiss pnrtinipatir;g in the new grm.:E organized
to bring shout 8 resumption of oil production in that country
will be called on for substantinl amounts of copital,

The t diveswity of capitol fiows in the petroloum
industry in 1864 iz illustrated, in part, by tabla 6 showing
the composition of the gross flows. Gross outflows were
higher than in 1953 by nearly $200 million, but gross inflows
rose by $300 million. Gross outflows were higher in avery
areh exceph depondencies in the Middle Enst, but they
wera more thon matehed by vizsing inflowe in Latin Amaeries,
Western Evropa, and various other countries.

Manufacturing

Investmonts in monuloctwring were quite substontiol
in 1954, renching $425 million and raising the total for this
industry group to $5.7 billion. As usual, a Iarge t of
enrrings woas ploughed back inte the local economcs; tho
compaaies reinvestad $350 million out of total enrnings of
3700 million. Net capital outflows were §76 million, in
contrash to net inflows of $50 million in 1953.

Additions to menuiacturing investmants ih Europe ware
unusually high, the $136 million total reflecting larger re-
investments of carnings ns total earmnings rose aharp%E in
line with hsightenad economic acitivity in tha aren. axe
was also o small net ineresnse in capitel flows to Europe.
Mast of the increased reinvespment was in the United King.-
dom, while eapital fows ware higher to Belpium, the Nethar-
Innde and Sweden.

In Latin America the net invesiment in monuiscturing wes
$100 million in 1954 after n veverss flow of small proportions
in 1953, Much of the chonge oecurred in Brazil, where a
hanvy liquidation of overdue acconnts in 19523 was followed
b%on relatively modest resumption of new credits in 1954
About 80 percent of subsidincy profit. were left in this
country, thnh!:,r pirlly for investmens and partly becauso
of difficulties in making remittances. Virtually all of ihe
earnings of manvfacbuning componies in Argenting were re«
tainer] in that country, lugely becsuse they could nat be
trensferred into dollars,
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Thers wera sizeable capitol oulflows for manufacturing to
Colombia. nnd Venezuela, but there wos a eontinuotion of
nel infllows from Cuba, Mexice and Uroguay,

Manoiactiring investments in Canade wore advarssly
afferied by a minor docline in soonomic activity through
mosl of 1954, Ewrnings were reduced by $56 million and
undistributed profila were cut back nearly as much, sa divi-
dend payments changed little, Net capital flows to Canado
normally finance only o small paré of ndditions to invest-
ments snd 1hoy were off by only & minor smount in 1954
In the resl of cgm world ithere was & small inerense in manu-
Encturing investments to & tetal of $54 million, Avstrelia
pecounted for 523 million of the total, nsnd the Union of
South Africa for $10 million.

Mining ond other industries

New investments in mining snd smelting propertios were
sbarply reduced in 1954 from the levels prevniling in the
pasl fow years. Most major projects in adn and Latin
Amerien, primarily to develop iron are and eopper and
nickel resoorces, were virfuntly completed. Although other
largoe projecls are in view they hove not yet begun to nhaorb
funds. ]%‘ﬂmings of the mimngbe.nt.erpmm were somewhot
improved, in 1854, ns discussed below, but the amount rein-
vosbod did not increass proportionatoely.

To some oxtonk, the 1954 drop in the rate of mining
investments ia not indicafive of puosition of permanent
investmonts boghusas of the jenac of copper compinios.
These compnnics provided funds 0 finshoe mounting
inveniories in 1953 but recovered thoir outleys in 1854
w|[13n inventories wore shipped to the United Stetes and
sold.
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The turnabout in mining investments rom 1963 to 1954
is_clearly raflected in table 6, showing groes capitel flows.
Mining and smelting is the unf:.r industry in which gross out-
Hows werc roduced while gross inflows elimbed sharply.

Direct investmonis in trade and distribution facilities

- {othey than thosa which ore direct adjuncts of petroleum or
manufacturing enterprises) continuse to increase in 1954,
There was some deeline in Conada. from the unusually high
rabe of additions in 1953, ]IJJurl;ljr because there were no large
new investments as in tha previous yesr. An incressed
capital flow to Latin Americs waa connacied in part with &
resumption of outflows to Braail, and also resulted from
sizebla new investments in Colombia. In Europs there
was a ool inflow of capital derived from the sole of a larga
estnblishment in Germany, but investments out of enrnings
ware higher, Additions to investments in publiz utilitiss
remained ¢uite small, but there was an incregsed capital
flow to Lntm America, Thers wag also a trend in that aren
toward finoneing new copitel expenditures through sscurities
issued in locn] capital mackets.

Net investment in “other” induatries during 1954 wea
over $250 million, bringing the total outa ing to 31.3
billiont, About §185 million of the increase was in Cunada,
ood of this about $100 million represented the stock of in-
voetment funds newly estoblished in Cnnada. Thess in-
vestmeont funds their copitel primarily in the stocks
snd bonds of Canadian corporations, so that in their effect
on tha Canedian economy they reasmble ale port-
folio investments. Auother lavge field for recent investment
in Clannda bas been in finance companies, including con-
surner aredid, ond this accounted for ¢ sizeabla capital outs
flow in 1954. Other capitol outflows were conmected with
such diverss fields as reel estnte, engineering and construe-
tion, nod motion pictures.
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Investments in foreign securities

Investors in the United States owned foveign stocks nnd
bonds with a market volue of slightly mora than $5.0 hillion
ot tha end of 1954, an incrense of $500 million for the year.
The ineredss resulted from net purchasss of foreign seeurities
of & lit?e over $100 million, with improvements in the
morket priccs of foreign corpornte stocks nccounting for
most of the remainder.

About $2.7 billion of the total boldings wera in foreipn
bond issues poyable in United States dollors, 0.5 Billion
wea in honds payable in foreign currencies, and $1.8 billion
whe i equity securities of foreign corporntions {pther than
thess controlled in the United Statos}.

SBecurities issued in Canada accounted for tha larpest part
of sach category, including $1.6 billion of United States
dollor bonds, $450 million of bynda payeble in Canadian
dollars, and %1.3 billion of equity securiiies of Canadion
corporations. Other aizeable holdings include about $500
million of IBRD bonds, emaller holdings of dollar bonds of
Germany, Israel, Avetralin, Jopan, Italy, and Brazil, os
shown in table 7, snd sbout $£00 million of equity securitics
of Eurcpean cnterprises.

There wans o heavy liquidation of Canadian internnl issues
in 1954 2a long-term interest rates in Canado wers reduced
much more than thoas in the United States, wiping out
nearly oll of the interest vate differential that is normally
ono of the strong inducements for United Stotes investraent
in these secwrities. Conadisn exchange rate fluctuntions
WEL'E importoant in serliser yaars but were not a noticenhle
factor in 1054,

United States holdings of Canadian bonds denominated in
United States dollars were similaly affected by 1954 trends
in intercst ratas, New issmes sold m the United Stntes were
relatively low at 3187 million, and over $13¢ million of the
total was sold in the first quarter of the yeor when there was
atifl & substontial intorest rate differantial.

TInited States investors are taking o much gronter interpst
it dollor bonds of other countrics than at any time since the
war, aking possible the successiul fotation of 2 $25 million
new issue hy Austiralia Inte in 1954, followad in early 1955 by
the sale of & $30 million issue of ﬁelgi.um and o $16 milfion
isgue of Morwsy.

About $84 million was added o the mnrlet vslue of
United Stontes boldings of fo dollar bonds in 1954 e
Crerman issnes wore validsted u the tarma of the London
agreement of 1953. This validation ure is stilf in
Erﬂﬂﬁﬂs and an catimated additional $20 million of United

tatey holdinps may snter the marleet in 1955.

In 196¢ United Stakes investors purchesed $88 million of
& $100 mallion new issue of the Internotional Bank offered
in the United Stntes spd participstions by United Siates
finnncial ingtitutions in new Emu]s and purchases of autstand-
ing leans of the Bonk amounted to about 328 million, of
which some $15 million was paid out. In the firss half of
1958, participations and purchases totalled $29 million, and
sbout $2 million was paid out. Thua, as of Juna 30, 1955,
there waa a boeklog of some $34 million which United States
financial institutions had agreed 6o lend, .

Grrootly incrensod purchoses by Amoricans of the equity
sacurities of Cansdian and European enterprises wers also
an important faasture of United States investment abroed in
1954 and the firsb hadf of 1955, MNet purchases of foreign
equity sscurities in 1054 were o vacord $160 million, not
ineluding some $100 million of the shores of newly-orpanized
Cunadian investment funds mentioned sbove. Of the $160
Hiillign, sbout $100 million was investod in Europs and over
$50 million m Canada, Some $20 million of the Europesn
total conzisted of purchazes of atock of eompanies erganized
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in the Netherlands, probably largely in securikies recenily
listed on United Stoies stock oxchanges.

Purchages of Conadinn stocks are & move common featura
of United States investmenls shromd, slthough the 1954
total was unusualy lerge. .

Prices of corporats stocks rose in Westarn Eurepe and
Conada, as they did in the United 3tates, so chnt in addition
t¢ increases in holdings resulting from not purchages, nearly
$300 miliion was added to the morket value of United Statcs
holdings through price increpsea.

Value of U, 5. Direct Investments Abroad
By Industry
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Thess trends continued in the early monihs of 1855, with
reported net ]]:]m-chauea by Amerieons of foreign stocks
totaling $G0 million through April, including over $30 million
in Europe and o somewhat smaller azsount in ada.

The largest cutflow of capital from the Uaited Statea in
1954 wus in the form of short- and madinm-term credits to
foreign borrowers by United States banks and commercial
eoncerng.  Short-teem  funds emplui,'ad abroad incrensed
nearly $650 million, o reach a total of $2.2 billion, whils
medium-term loans by financie) institutions and commercial
concerns rose by 3115 million to about 750 million.

At present more than half of the short-term clgims re-
ported by banks ure sgained Latin America, aa well as sub-
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stantinl amounts of medivm-term bank credita and com-
mervial credits, ns shown in toble 9. The inerense of over
3400 million in such eredits to Latin Amarica in 1954 was
sufficient to finance pver half of Unitod States oxporta ie
Brazil and about 5 percent of United Stntes axports to all
©other sountries in the srca combined.

. The net outflow of nesrly £500 miltion in short-term bank-
ing eredits includes $120 million of net disbursements of
Fodoral Resarve loans on gold collateral to cantral hanfs snd
an increase of about $100 million in deposits mnd other
ciaims puyeble in foreign cvironcies.  Noarly all of the lniter
ineronso roprosenied sterlmg daf)odls and olnims, ea United
States banks placed funds in the London market when in-
terost rates there provided a sufficient margin over domestic
rates, afler taking necount of othor costs. Hewever, in the
aarly monthe of 1955 there wins 8 withdrowal of funds from
the United Kingdom of about the same amount, despite an
aven wider differantin} in interest rate | indienting the con-
tmued strength of other considerations, especially the
wonkness of the forwmrd eterling exclange rate and the
rapidly growing domestie damand %u]- bank loans.

. Other short-term gutflows reported by commercial bunks
imeluded about $120 million in loans to foreign officicl
matitutions, banks and others, an inerense of about 380
million in collections outstanding (taainly for the account
of domeatic customers), and about 380 million of other
short-term Rneneing. Tn 1954 short-term oredits by eom-
mereial concerns rose by nealy $100 million, spread over
man{r oountries but with the Isrpest increnses Teported for
the United Kingdom and Brazil, Longer-tarm commereinl
crodite expanded by about $20 million.

Foreign Assets and Investments
in the United States
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A very lmge pert of tho medium-term financing by banks
as of the end of 1954 represented loans against which they
held collateral in the form of gold or United States Govern-
ment bonds, or which wers guarenteed by the Export-
Import Baglk. The Inst category accounts for some $118
million at the end of 1954, including aboud 380 million to
Japen io finance oxports of cotton, about $27 million fo
Brazil, and $1¢ milticn to Uruguay.

The net outflow of short-and-medium-term eredits by
banks and comtoercial concerns in the frst holf of 1955,
based on partial data, sppears to have been about $50
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million, although the total was bronght dovwn by the liquida-
tien of about $80 million of sterling Balances os woll as the
repayment of nesify $100 million outstending on a [oon by
commercinl barks to the ¥rench Government.

Outstonding long-term credits to foreign epuntries and
subacriptions to the Internaiionn] Banl and Inmternational
Monetory Fund by the United States Government fopped
$15.2 billion at the and of 1954, but wae slightly lass than at
the end of 1955. Repnyments of $600 million exceeded
new loan dishursements of B3040 million, leading to the first
anousl postwar reduction in the amount outstanding.!
Nct repayments continued in the first quarter of 1955.

Of the $11.8 billion of lanfatwm credits to foreign countries
ouistanding ot the end of 1854, Western Enrope and depend-
ent areas had 29.1 billion, Latin American Roepublics had
£000 malliva, and the 1 t amount clzewhers waa $3281
million €0 Indin, of which $161 million represents silver
returnable in kicd in 1957, Repayments in the year wore
mainly on the lonns t¢ Europe made soon after the war.

The United Stotes Government alsa Leld short-tarm
foroign nasets valued of $412 million ot the and of 1954,
Most of these holdinga ore in the form of forcizn-currenay
dﬂmﬁm arising out Of tha counterpart fund provisions of
aid programa aad deposits and claims arksing from the ssle
n:';igri{:ultuml commaodities nbroad, These currencies sre
used jor grants and loans to foreign countries and to dafray
certain United States expenses abroad.  The pet incresse of
about ¥100 million in 1954, and n jurther increese of o liks
muount in the firsk guorter of 1955, were a consaquence of
lerge anles of agricultural uets which begnn lnte in 1953
gnd consgiderably exceeded disburseinents.

Foreign Investments in the United States

A record smount of just over 33 billion wos added in 1954
to the value of foreign long-torm investmenta and lquid
doller aseats in the United States, raising the total to $26.8
billion. The largest gains were mode in holdings of corporata
stocks and short-term dellar pesets. However, of the §1.8
billion inecresse iz tha valua of corporate stocks onl $135
million represented net capital fows to the United States;
the remainder reflected the riss in morket prines during the
year. In the case of liquid asseta, en the other , the
merense of $1.3 hillion reflacts the net result of transnctions
between the United States and other countrios during 1654,

The rate of increase in foreign dollar assets appears to
be somewhat lower jn 1955, al;in -atill substantinl,

Countries in Western Europe over half of the total
investments in the United States at the end of 1954 and
sccoutited for two-thirds of the irerease in the year., These
countries hold tha bulk of the corporste stoaks, which
scored sharp price incresses, and also sccounted for $O0H
miflion oué of o tokal ineranse of $1.3 hillon in short-tarm
assots. Investors in thesa ecountries wers nlee moking
sizeable new investments in United States corposate stocks
and controlled antorprises.

Cianndian investinents in the United States increased 400
million in 1954, although only about $50 million resulted
Irom net Hows to the United States of Canndian capital, the
remainder being reinvested esrnings and price inereases.

Latin Americon heldings in the Umied States are pri-
marily short-term nessts, which ineressed about $200 million
in the year. For some couniries in the orea, however, the
goins resulted primarily from short- or medium-term sredits
raceived in the United States. In the cass of Mexico there
was 0 voy substnntinl increase in doltar holdings beginning
in June 1984 ond still under way in the first quarter of 1955.

Dwollar nssata of the international institutions slse rose
aboui 3200 million in the year. Repaymenis to the Tnter-

1. For o dotafad ditcaston of United Blales Gowernment grants ond cradits I k6 sos te
BUTYET 4OF CURNERY Bim2Ess, Aprll Hss.
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national Monetary Fund by a numbar of countries
exceeded drawings by members, and the :[ntamnbiumﬁ Bnﬁi
received more fupds frem new eubseriplions, earnings, new

hond issues, repayments of principal, ete., than wers dis-

bursed on new loans.
Long-term investments

Foroign hoidings of United Stntes corporaty stocks have
ineronsed by about 32,750 million sinee 1949, reaching o
total of over $5 billion at the end of 1954, However, only
somte $300 million of the incresss has resulted from nat pur-
chases in tha United States morket—-over $2.4 billion was
added by the 'i'unﬂraﬂy rising market valuos of Tnited States
corporate stocls, ‘

horply rising stoel prices in the United States and in-
cren.sucip freadom for international capital movements in 1954
bmulght forth o posiwar yeeord amount of 3125 million of
net lorsigm ages of these seourities, Purchases wore
nﬂpﬂcinllﬁshawy ak the end of the vear and continued to he
fauly substantinl in the early months of 1856, As ehown in
table 1%, the bulk of the 195¢ purchases werg for Western
Ewrope, especially the United Kingdem and Switzerland, and
Letir Ameries, but there woere sizoable net sales by investors
in Cannda ond the Matherlands. The zame pattern oon-
tinued in 1855, Appmrently Canadian and Dutel investors

Value of U. 5. Direct Investments Abroad
By Area
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wora attracted by the favorable prospects for carporate stoclks
of their own gountries, a3 were United States investors.
Additions to forelgn direct inveatments in the United
Stntes in 1954 wars about $200 million, somewhat lower than
tha 1953 amount but not much diferent from the avernga for
the lnst fow yeors.  As in other postway yeors, except 1953,
most of the added investment came out of undistributed
anrnings of the United States enterprises. Although severnl
large epterprises hnve beon established in the Umled Stotes
in the lnst few years by British invostors, the capital re-
quired has been ly derived Mom Tlnitod States sources.

Dollar and gold reserves

Foreipn conntries have been able to add very great amounts
to their rezerves of pold nnd dollars sinee the wr, in spite of
some bemporary pericds when losses were heavy. DBy the
end of 1954 forzign holdings of short-tarm doling asssiz and
United Siates Government uhliﬁl;t;iuns totalled $15.7 billion
end foreign gold holdinge were slmost equal at $15.6 billion,
Thesa holdings are by far tha grenlast ever reached and reflest
a gén_.in of abont $3 billion since 1946 and $5 billion since 1952.

inca gold resorves ave not included in the tabulation of
the international investmant position of the United States,
that stateraent does not fully refiect the improvement in the
situation of i‘ore]ﬁn countyios. HMowever, afier purchasing
$1.2 billion of gold from the United States in 1052, foreign
oountries reduced their p to about $300 millien in
1954 pnd they were further reduced in 1955. The Inlling off
of purchases heve portly reflects a decline in the overall gain
in reserves by foreign countrics, but there is aleo o decided
tendency for monetery suthoritios to cut down their gold
acguisitions when a cortnin level has been reached, and to
ploce additional amounts into interest-bemicg dollar asssts.

Out of $15.7 billion of foreign-owned short-tarm dollar
nssets and United States Government obligations ot tha end
of 1954, over $9.6 hillion wns held by foreign official acconnts
ond internationnl institutions. Virtually the whele incronse
of $1.3 billion in 1854 went into such nceounts, rather than
into private foreign sccounte, In 1958, official accounts
rosa nearly 51 bilhan while privats aceounts changed very
little, The current tendency for private necounts to remain
shable while officinl nccounts grow, is sesoctated with such
factors ns the increase in foreign purchnses of Unitad States
corporate stocks, the growil of invesiment opporéunities
abrond, and the mereasing case with which dollar funds for
working halansss coan be obtained as nesded from official
reserves.

Earnings on Intexnational Investments

. United Stetes investments abread earned about $2.8 bil-
lion in 1864, including the undistributed portion of the sarn-
inge of direst-investmaont subsidiary companies, This total
wa about $160 million higher then the 1953 smount, but
there hns heen very little warjation in the totol since 1950
dagpite an increaze of $9.4 bilhon in United Sintes invest-
ments abroad in the 4-year period.

Direct-investment enterprises abrond centinue to produce
the greater part of earnings, accounting for $2.3 billion in
1854 out of the $2.8 billien total. This is nboot the same
as the 1951 amount us vorious faciors hsve tended to hold
down total sarnings relative to investment. Such factors
include {1) a lorge amount of investment sinee 1950, par.
ticularly in petroloumn snd mining, had not yet reached the
production siige by the and of 1954 or was not yet fully
productive, {2) the intensive search for new sources of raw
materials, together with developmont sxpenses, has been
oxivemely costly and has either aen reflocted se opernting



16

lnzsca of now enterprises o lowered eernings of long-estab-
lished entarprises, (3) some important properties are subject
to accelerated depreciation, lkeeping ceraings low even though
output may incroase eharply, (4} currency depraciation in 4
fow countries in Latin Americn hos drastically cut the doilar
volugs of local-cuirency emmings, snd (5} higher direct and
indirest taxes, including diseriminatory exchange rates, have
also ent inte parnings abrond.

SURVEY OF CURRENT BUSINESS
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Petroleurn investeenta obrond, which curvently necount
for some 42 percent of foln]l direct-investment earninge,
have been subject to most of the depressing factors men-
tioned above. In addition, sarnings of the tanker fleats
oparated by the componies wara very much reduced in the

i fow vears by lower shipping rates. Thus, 1654 petro-
oam earnings of 5080 million were Towar then in 195255,
and only $60 million higher then in 19351.

Tabke Y—Yaloo of Divett Invesiminis Alwoad, by Selected Conantries, 1940=54, and Major Enduserier, 1953=54
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Earnings in Latin America were cut from 1851 to 1054
a drop of some $70 million in the ratum on tenker opora-

tions, althowgh tanker rates are now moving upword. Tho -

United States share of production in the area mcrensed by
150,000 barrels por dey from 1951 to 1954, yielding some-
what grentor rovenues from this sowree, but lighsr costs

Earnings-on Infernalional Investments
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>

EARNINGS OF U8 INVESTMENTS ABROAD

[MTEREST OR
U5 BOVERNMERT CAERTS

“BRIVATE DIVIDENDS, INTER

ot
=

EARNIKGE OF FOREIGH IKVESTMENTS 4N THE U.E.

JOTAL

WREAERT N0 GRANCH Pk

946 4F 48 4% S0 51 82 53 54
AL 5 BERATRENT (¢ CRMELCE, 0ONCE 0 BUISMERS [OOWINICE

48-A4+IE

including rising explorstion onditures have held down
fgt earangs. ings frpm Venesuelan operasions cons
e to have the groatest importance, sccounting for $340
:lrgsﬂiun out of the 380 million tosal for Latin Amerca in

Potroleum companics have raised their investmont in
Canada from about $600 million in 1050 to about $L.2 billion
ot present, but consolidated earnings of the compahies
remmn st only $10 million in 1954 beennse of luge cxplora-
Won costa.  Havpings in Wostorn Burope were reduced in
1854, possibly because of rising costs and also bocause tho
companies are olso sponding large nmounts in this aren to
dovelop naw oil fialds,

Middla East earnings have scored the greatest rise since
1861, from $343 millien in 1951 to $413 million in 1664,
rellecting an merease of noarly 900 thousand barrels per day
m the amount of oil produced by United Ststes owned
COTNPNTLEeS.

ACMAER i ——F
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Manufoeturing carnings sbroad rose modarately in 1954 to
a total of $705 million. " In the year there wore divergent
trends in difforent arees; in Cansda thore was & very sharp
drop of some 350 million as economic activity in the country
wont through o dewniburn similar te bhat in the United States,
but this waa spproximately ofisat by incrensed earnings in
Western Evrope, 08 output in theso countries rose to un-
precodontod levela.

Earnings of mining properijes rose in 1954, but in this
industry also tho totel was still lower than in 1951 and 1952,
Crver $30 million of the 380 million increese wns in Latin

Table 4.—Hreol Investment Caplial Crulilows, by Mojor Areae anid
Indusiries, 19551
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America, refecling the improved price and murket situation
for copper and other metals anel the heginning of lnego seale
proclaction of iron ore.  New lepislation in Clile with respect
10 tho copper companies should bave the offect of reducing
the arbitrarity bigh local-currency costa of oparation.

Mining properties in Cannda and other countries slso ex-
pericneed somewliat Lighor returns in 1954, refleeling rising
prices and & strong demand for metals and minerals. Can-
tinugd low carnings for agricultural properties abrood re-
sulted from lower prices and output for sugar producers and
considereble losses from floods and stiikes in parte of Cental

ich, There wes somo improvement in public utility
.l:mrnings in the year, although they remaincd comparatively
aw,

Earnings of forcign subsidinry companies were slightly
lower in IEEM than in the prauetg year. The dis El,itm
of the ecarnings differed, with relatively more being dis-
tributed e dividends. The undistributed portion wns 641
million, compared with $778 million in 1053,
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Manunfacturing companies I Coneda sharply redueced
thair reinvestinent of anrnings, as their overall sarnings wera
Teduced, Yub Inrger amounts were reinvested in Europe tnd
Latin Ameorice. In the casa of mining entorprises, n fow
nnusnally dividand payments out of accumulated
funds resulted in o smaller total of reinvested ecarmings.
Although totnl petrolaum earnings wers higher then in
1953 & smaller preportion of the enrnings of the compoanies
wis retained abroad.

Dividends and intersst yvacoived on foreipn securities and
loans held hiprivut-e investors in the United States have
bgen rising slowly since the war, reaching 3229 million in
1964. Tins totel includes $75 million of dividends, $93

SURVEY OF CURRENT BUSINESS
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millisn of nterest on forai?n dollar bonds, and about 320
million each of interesé on Ioraign-currency honds, medium-
term bonking and commercial loans, and shorl-term credita,

Abaut 80 pereont of the interest received on United States
holdings of dollar bonds comes from Canada and 15 percent
from the Iniernational Banli, Holdings in wmost other
countriez have basn 2o Teduced, or the terme hove been eo
modified, that interest payments on these dobis have be-
come b minor item in their belances of pa; bs

A very large part of the dividends interest racsived on
foreign-cuwrrency astocks and bonds comes from Cunoda and
the Thnited Kingdom, but dividends from the Netherlands
and othor countries will rise somewhat as o result of rocant

Takle 5.—Direet Investmsent Copitel Flows and Updisteibuted Scheidiary Earnings, by Spocificd Conntries and I:ldlulh'mﬂ 105854
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United States purchases of corporate stocks. Most of the
interezt on modium- nod shorb.term loans is recaived on
nmounts outstanding in Latin America, which have grown
considerably in recent yenrs, A small amount of interest i
aleo earned on loans to United Kingdom entities and short-
term funds held in London.

Interest received on Unitad States Government eredits to
foreign eouniries rose to 5272 million in 1954, Ahout $200
millien of this amount eamne from Europe, Inrgely the United
Kingdom, France znd Germany, vod aboat $30 million from
Latin America.

Enrnings of foreigners on their imvestments in the United
Stotes fell shghtly to about 3550 mullion in 1954, primanly
because of o lower return on United States Goverpment
ahligations.

About 64 t of i'urelg'n enrmings in e United Stateg
are derived % m direct mvest.mentsgsMu]or direct invest.
mant;s are in insurance and finonca, petroleum, food and
8, and & wide variety of manufacburing concerns,
Utut.ed bates brouches of foreign insuranes companies sarned
aboui $46 million in 1954, and the bulk of this was added to
reserves in the Unitad Etn.t.ea A mnjor portion of the sarn.
inps of othay ent ises is also rainveated here, resniting in g
steady grm?th of foreign-owned enterprises since the war,
Most of the incoms on forsign portiolio mvestments hery
in derived from holdings of corporate stocks, which have boon
incressing shorply in value. m'ravm', the tots] amount of
dividends paid hos not exp ]1]31dly—mnea 1950 the
incrense has been about lﬁ permnt. which iz the sarme aa the
increase in all United States dividend payments,

Toble 12 —Direet Iovestment Enmingn 1 and Income by Selocted Countries, 1950-534, with Major Industries for 1454
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